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A STANDARD of value which is subject to no variation 
does not exist. 

Gold and silver have been chosen as standards of 
value, or measures by which we are to measure the 
value of all other commodities, not because they do 
not vary in value, but because they vary less in value 
than any other commodities do. 

The quantity of metal in a piece of gold is found 
by weighing it by troy weight. 

24 grains == 1 dwt. 

20 dwts. = 1 oz. 

12 ounces = 1 lb. troy. 

The quality of the metal contained in the piece is 
found by a process called assaying, and is reported 
by British assayers in different grades of quality 
called carats. 

Fine gold, that is gold as pure as it can be obtained, 
is called 24 carat gold — 22 carat gold, or gold of 
which t't part consists of alloy, is called standard gold. 

Grades of quality expressed in carats : — 

1 carat . . == "240 grains. 

1 carat-grain := 60 grains or ^ carat. 

4 carat-grain = 15 grains or -^^ carat. 

I carat-grain = 7 J grains or ^^ carat. 



Our assayers take no notice of any fractions below 
ff of a carat grain — that is to say, they recognise no 
grade of quality less than J of a carat grain. The 
assay reports in England are, therefore, almost always 
a little below the actual fineness of the metal. French 
assays are made on the principle of representing fine 
gold by 1,000 parts, called Milli^mes. Standard gold 
IS gold containing a tenth part of alloy or 900 parts 
fine gold. The French assayers report to tuj^jto exact, 
while our assayers go only to a of a carat grain, or 
fi^ part exact, because 768 is just contained 7^ times 
in 5,760 grains, equal to 24 carats, or one pound 
troy. 

Since 1816, gold has been chosen as the standard 
of value in Great Britain, and much care is taken to 
secure a proper gold coinage. Any one may bring 
gold to the Mint to be coined, provided it be not less 
than £10,000 in value, and that it has been first 
assayed by the Mint assay er, and obtained his certifi- 
cate ; and the Mint is bound to return in coin to the 
last grain exactly the weight of standard metal 
which it has received without any charge being made 
tci the bearer. Since 1837, no private individuals have 
availed themselves of this privilege, and the Bank of 
England alone sends gold to the Mint to be coined. 
The Bank buys gold with its own bank-notes, but 
will buy none which has not been previously assayed 
by one of the six assayers employed by itself. It 
gives £3 17s. 9d. per ounce for all the standard gold 
brought to it for sale, whatever be the quantity, 
reserving l^d. on each ounce, £3 17s. 10|d. being 
the exact legal price at the Mint. 

What is called the Mint price is merely a declara- 



tion of the weight of metal of a fixed purity which 
the law requires to be in our gold coin ; it ought to be 
called the Mint division rather than the Mint price. 
For instance, 40 pounds troy of 22 carat gold are 
divided into 1,869 stamped ingots of a certain shape, 
which we call sovereigns ; whatever be the value of 
the gold, whether it rises or whether it falls, the 
number of sovereigns into which this particular 
quantity of standard gold is divided will remain the 
same, and it makes no diflference whether the Royal 
Mint, which performs the division, is at Sydney or in 
London. The Bank assayer, when he has assayed 
the gold, reports to an eighth of a carat grain, leaving 
out any smaller fractions to the loss of the seller, who 
gets so much less for his gold from the Bank. The 
Mint is not bound to return coin for bullion in less 
than twenty days. The working is divided into' 
journeys ; each journey consists of 15 pounds troy 
weight (£701) of coined gold, or 60 pounds troy 
weight of coined silver (£198). 

The reason why private individuals do not have 
gold coined on their own account seems to be 
that the loss by the delay in the coinage exceeds the 
loss on selling to the Bank of England. 

There is an fi^dmixture of one-twelfth of alloy in the 
English gold coinage ; this proportion is considered 
to amalgamate better with the gold in cooling than 
the French proportion of one-tenth, and to produce 
in consequence a more durable kind of coin. A 
sovereign contains 1 IS^ir grains of fine gold, it weighs 
133iH grains full weight, but a deficiency of ^ grain 
Ha is tolerated in circulation ; that is, if a sovereign 
does not weigh 122| grains, it is considered light. 
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A half-sovereign is considered light if it weighs less 
than 61 J grains. Light sovereigns will, however, 
continue some time in circulation through the countiy, 
till they are remarked upon as not being of full 
weight, when they cease to be legal money, and the 
last holder must get rid of them at a loss to himself. 
When sovereigns find their way to the different 
London banks, being deposited by customers, such as 
railway companies, houses of business, etc., they are 
sent in bags to the Bank of England, where machinery 
is provided to weigh each separate sovereign ; those 
of full weight are cast into one box and those that are 
light into another; the banks who have sent the bags 
are charged with the loss on these last, and they are 
at once transferred to other machinery, which cuts 
them in two. The Bank buys these light sovereigns 
at £3 17s. 6id. per ounce, but sells them, when they 
are cut, to tradesmen at the rate of £3 17s. 9^d. per 
ounce, it will not sell a less quantity than £1,000 
worth at one transaction. Messrs. W. C. Sillar, of 
62, Cornhill, sell any quantity at £3 17s. 9d. per 
ounce ; they are cut with a pair of shears to deface 
them and prevent their future circulation, but the cut 
does not divide them into two pieces. Our guiding 
principle in this matter should be to try to diminish 
any inducement to pass light gold coin, by lightening, 
as far as we justly can, the loss which must fall on 
the last holder ; and we therefore think that the Mint 
ought to be obliged by law to take light gold coin by 
weight at £3 17s. lO^d. per ounce, when brought to 
it in sufficient quantities, say £1,000 worth at a time. 
Our gold coin ought to have the best of all 
guarantees, a stamped declaration from the Mint that 



it is 22 carat gold, , and the fact of its being light 
does not interfere with its quality as metal. The 
French Mints are bound to buy light French gold 
coin by weight at the tariflf rate, 900 fine ; that is to 
say, as French standard gold. The number of sove- 
reigns weighed daily at the Bank of England, by 
machinery, varies from 60,000 to 70,000 ; there are 
ten machines at work, and each is able to test thirty 
sovereigns per minute. The average yearly loss on 
the wear and tear of gold coin is considered, in round 
numbers, to be 1 in 950. 

As we use both silver and copper money, though 
we have chosen gold as our standard of value, we 
are obliged to put a sufficient quantity of alloy in our 
silver and copper coin to prevent speculators taking 
advantage of fluctuations in the relative values of the 
three metals ; for instance, we make a bronze penny 
do the duty of an intrinsic copper penny, though it 
is intrinsically worth about a quarter of such a coin, 
because we have found by experience that if we had 
an intrinsic copper coinage, speculators would take 
advantage of any rise in the marketable value of 
copper as compared with its legal value as coin, when 
measured in gold or silver money, and melt all they 
could get of it for sale as metal. Our bronze coin is 
not a legal tender for more than twelve pence. 

Silver coin in Great Britain is not a legal tender 
above 40s.; silver, of which 222 parts are pure silver 
and 18 parts alloy, is standard silver, and a pound 
troy of such silver is coined into 66s. ; whereas, if the 
price of silver be reckoned at 62d. per ounce, and this 
is above the average price, it ought to be coined into 
62s. The 4s. are retained by Government to defray 
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the expense of the coinage, and. to keep it in repair, 
for Government are bound to give good silver coin in 
exchange for any which may have sustained injury in 
circulation, provided that injury has not occasioned 
the complete defacement of the coin ; that is to say, 
as long as enough of the superscription remains to 
warrant to what country the coin belongs. The Bank 
of England notifies to Government when silver coin 
is wanting, and they employ brokers to buy silver in 
the open market ; it is then coined and sent to the 
Bank of England, and as it is absorbed in the circu- 
lation, Government is gradually repaid by the Bank. 
If silver was to rise in value much as compared with 
gold. Government would be compelled to put less 
silver in its coins than it does now ; for if it con- 
tinued to coin the pound troy of standard silver into 
66s., it would pay speculators to melt the silver coin; 
for instance, if silver rose above 6s. per ounce, there 
would be a profit to be made by the melting of 
shillings. The average yearly loss in wear and tear 
of silver coin is considered, in round numbers, to be 
1 in 200. The author is of opinion that bank-notes 
ought to be issued by the State alone, which should 
guarantee to the holder of them the performance of 
the promise to pay standard gold on demand, and find 
the gold too when so demanded ; he therefore con- 
siders that the proper definition of a bank-note should 
be a transferable promise on the part of the British 
Government to pay to bearer on demand a certain 
amount of coined gold, circulating side by side with 
coin in endless succession, liquidating debts like coin, 
and a legal tender everywhere in the United Kingdom 
except at certain fixed places where gold can always 



be got according to promise when required. If such 
a system was adopted, British bank-notes would 
become absolutely money, and people who complain 
of restriction in the issuing of them, might just as 
well complain that they have not the power of coining 
sovereigns themselves. It is a question for the House 
of Commons to decide whether it is advisable to allow 
any bank-notes to be issued against securities other 
than gold coin or bullion, and if the House decide 
that it is so, then they should determine what the 
amount of such bank-notes is to be, and this amount 
should be unalterable without their consent. " The 
desirableness, on the whole," says Mr. Laing, in his 
" Theory of Business," " of keeping bank-notes apart 
from all other kind of credit substitutes for money 
becomes more and more felt.'' 

The business of a banker should consist in borrow- 
ing and lending money already in existence, it is not 
to create money. M. Clement Juglar, in his work *' Da 
Change," says, page 473, "Le veritable r61e des banques 
consiste a faire du comptant en ^changeant une pro- 
messe de payer a terme contre une autre promesse de 
payer k vue." Yet though this able author calls bank- 
notes here *' du comptant," which they certainly are, 
at page 91 he says, " L'erreur de Lord Overstone et 
de Kobert Peel, erreur encore tr^s-r^pandue aujour- 
d'hui, a et^ de confondre le comptant avec le credit," 
when he wishes to prove that they are mistaken in 
considering bank-notes to be actually money, and to 
be perfectly distinct from cheques, bills of exchange, 
or any kind of auxiliary currency. There are two 
distinct points of difference between bank-notes and 
auxiliary currency in England ; the first is that the 
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amount of bank-notes which can be now issued, over 
and above a certain fixed amount, is made by law to 
depend on the amount of gold coin or bullion which 
the issuing banks can get hold of; an artificial regu- 
lation therefore aflfects bank-notes, which does not 
affect cheques, bills of exchange, etc., etc. The 
second difference is the compulsory character of their 
circulation, as the " Times " says, even an ordinary 
tradesman must take the bank-notes which pass cur- 
rent round him. 

We have now considered the currency of the United 
Kingdom as represented by gold, silver, bronze, and 
bank-note money, and we shall proceed to point out 
those alterations in our present system which would 
seem most necessary. 

And we begin with the Mint, referring our readers 
for more ample details to Mr. Ernest Seyd's valuable 
work on Bullion and the Foreign Exchanges. 

The allowance made to the Mint for errors in either 
weight or fineness of metal is called " the remedy." The 
remedy for the fineness of gold coin is ji^ carat, or 1 5 
grains, in each 22 carats of standard metal, that is 
to say, the fifteenth part of 5,280 grains, or af s, equal 
to about 3 per mille. 

The remedy for weight allows a variation of 12 
grains in the pound troy, or one ounce in every 40 
pounds troy — 1,869 sovereigns, or exactly one half- 
penny in each sovereign. Since the author published 
the first edition of this pamphlet, he received a letter 
from Mr. Brogden, 16, Henrietta-street, Oovent-gar- 
den, a jeweller on whom he can depend, to state that 
the remedy for fineness has the effect of preventing 
gold plate actually made of sovereigns from passing 
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as 22 carat gold at Goldsmiths' Hall. Some years 
ago, the Messrs. Garrard made a christening bowl 
for the late Duke of Wellington out of sovereigns, 
but it had to be marked 18 carat gold instead of 22 
on account of the remedy. 

Now, in the present advanced state of the assayer's 
art, it seems clear that the Mint ought to be able to 
manufacture sovereigns which, when melted and made 
up into gold plate, would pass as 22 carat gold, 
instead of the present sovereigns to which jewellers 
must add so much fine gold (six grains) to each ounce, 
in order to secure that the articles made out of them 
will pass at Goldsmiths' Hall as 22 carat gold. The 
remedies therefore ought to be revised and diminished 
as much as possible. 

Secondly, we may well inquire, if, in a country 
where gold coin is made gratis, as with us, Govern- 
ment ought not to undertake also gratis the melting 
and re-making of light gold coin, charging the last 
holder with the lightness only ? The French Mints 
set us a good example in this respect, as they buy 
light French gold coin by weight as standard gold. 

Thirdly, the Pix trial of the purity of our gold 
coin, described at the 30th page of this pamphlet, 
ought to take place once every year. The last trial 
was in 1866; the trial before that in 1861. (Sug- 
gested by Mr. Ernest Seyd). 

Fourthly, the whole establishment on Tower-hill 
ought to be rebuilt in a suitable manner — (suggested 
by Mr. Ernest Seyd) — and this brings us to the prin- 
cipal alteration required in our present monetary 
system. 

We shall begin by some observations on deposits. 
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Deposits are any public or private moneys entrusted 
to the care of bankers during business hours. Once 
a deposit is lodged in any bank, it becomes a debt 
owed by that bank ; but it does not form a part of 
the circulation, although the actual money deposited 
does, because the same identical bank-note might be 
lodged as a distinct deposit by two or three different 
depositors in the same week. The amount of reserve 
in coin and bank-notes which banks must hold to meet 
the average demands ofdepositorscertainly does forma 
part of the circulation ; but this is a widely different thing 
from the total amount of deposits lodged in the banks. 
The deposit system enables us to economise the cir- 
culation, (that is to say, the amount of currency which 
we require for carrying on our business), in the re- 
markable way we do at present, because our bankers 
need only keep whatever reserve they find sufficient 
to meet the average demands of their depositors, while 
it also serves the same purpose to an enormous 
extent by making transfers from one banking account 
to another possible. Now, the fact is that we have 
carried our economy in this respect a little too far ; the 
blot in our system, as revealed by the crisis of 1866, 
is not that we have too few bank-notes issued against 
securities other than gold coin or bullion, it was well 
hit by the '* Times " in the following passage : — " The 
short result is, that in the twenty-one years which 
have elapsed since 1844, our foreign trade has grown 
from less than 1 40 millions to 490 millions, or in the 
proportion of two to seven. The reserve of bank-notes 
and coin in the banking department of the Bank of 
England, which practically represents the amount of 
unemployed capital in the kingdom, has, on the other 
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hand, rarely exceeded ten millions, and has generally 
ranged from seven to nine millions. We have multi- 
plied our trade between three and four times, and we 
have kept our cash balance unaltered. We have been 
enabled to do so by the development of the Clearing 
House system, by new facilities of banking and of 
credit/' 

The Clearing House seems to be sacred ground. 
Mr. Ernest Seyd hardly mentions it in his great work, 
lately published. Mr, Laing confines himself, in his 
'* Theory of Business," to a simple statement of its 
mysterious practices; yet, though the author does not 
forget the line, " For fools rush in where angels fear 
to tread," he will venture to dwell on what its weak 
point seems to him to be. It is a fact, says Mr. 
Fowler, in his celebrated essay, that the amount of 
the reserve in the Bank of England is the result of 
the management of the bank — qud Bank ; and the 
difficulty of maintaining at all times a due reserve is 
greatly increased by the well-known fact that the 
reserve of the Bank is the only large cash reserve in 
the country. The pressure, therefore, comes on the 
Bank with intense force when times of trouble arrive, 
she alone having any considerable store of money. 
Others may have stock, or bills, or money at call, any 
amount in the form of claims on other people ; but 
they do not, as a rule, keep much actual money. What 
money they have is for the most part kept in reserve 
at the Bank, and it may safely be said, speaking generally, 
that the reserve of the Bank is the cash reserve of the 
nation. Whether this arrangement be right or wrong, 
it is well that all should be alive to the fact that it has 
far more to do with panics than anything in the Act of 
1844." 
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Mr. Thomson Hankey says, *' that the only way to 
avoid, or at all events to diminish, the evils of financial 
panics is by pmdence on the part of the trading com- 
munity in retaining a certain part of their property 
in ready money, and that this certain part must be 
proportionably large according to the extent of their 
operations ;" and he adds, "that such reserve of ready 
money cannot be kept by the Bank of England to an 
extent, or in a manner which will supply the necessity 
for due reserves by bankers and other traders.*' 

The simple fact is that we go one step too far with 
our deposit system, and we thereby carry on our trade 
with an actual cash balance which is quite inadequate 
to anything but the very fairest weather ; we economise 
ready money too much, and the way we do so is this : 
we are not satisfied with the simple economy of 
depositors entrusting their money to our Banks, and 
these last holding a sufiicient reserve in actual money 
to meet the average demands of their depositors, but 
our bankers themselves must become in their turn 
depositors, and entrust the greater part of their 
reserves to the Bank of England, which, Mr. Hankey 
says, cannot be made to supply ready money beyond 
what, under the ordinary good management of a 
deposit bank it can retain in reserve ; that is to say, 
that, while our present system continues as it is, the 
Bank of England is a deposit bank, well managed, it 
is true, but stiU dealing with enormous banking esta- 
blishments in London as depositors. All the Clearing 
bankers have drawing accounts at the Bank of Eng- 
land, and they settle their accounts with each other in 
the Clearing House by drafts on the Bank. 

Now, there may be many objections to the plan the 
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author proposes, but he should like to see them stated 
in order to improve upon it. His plan is, that the 
Clearing House should be made a Government esta- 
blishment, and that all Clearing bankers, instead of 
having drawing accounts at the Bank of England, 
should have drawing accounts at the new Mint ; there 
should be a drawing office here attached to an issuing 
bank-note establishment. The new Mint would then 
have the gold, silver, bronze, and bank-note money — 
in short, the currency of the country all under its care ; 
it would consist of three departments, one for coining, 
one for issuing bank-notes, and one as a drawing 
office for Clearing House business. The present 
Clearing House might remain as it is, but be made a 
Government establishment. Bankers who wished to 
enter the Clearing House would then begin by 
depositing in cash at the di'awing office in the Mint 
whatever sum they considered necessary for the work- 
ing of their business ; they would receive a Gt)vem- 
ment Clearing House cheque-book, containing cheques 
payable to Clearing bankers only, and be allowed to 
draw by the cheques in this book on their deposits ; 
they would receive no interest for their money, but 
the Bank of England gives them none now; there 
would be no difficulty in keeping these bankers' 
deposits safely, because the Mint could be especially 
constructed for this purpose. 

Each banker should pay a small annual fee for the 
privilege of Clearing, and the business would go on 
exactly as it does at present, except that the Bank of 
England would then enter the Clearing House like 
any other bank; and the present system, which forces 
the Bank of England to hold the working cash reserves 
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of the Clearing banks, and consequently the principal 
cash reserve of the whole country, would come to an 
end. We should then hear no more of duty on the 
part of the Bank of England to assist the rest of the 
banking community in times of difficulty, and we 
should not- see the reserve of bank-notes in the bank- 
ing department continuing for weeks below the 
bankers' balances at the Bank. There is nothing here 
advanced against either the deposit system or the 
clearing system we have at present. The object of 
the proposed change is to discourage, in their very 
beginnings, the dangerous speculations from which 
honest traders suffer so much, by making each bank 
hold its own reserve, stand on its own merits, and 
take care of its own solvency. In replying to a com- 
munication from the Governor of the Bank, 11th May, 
1866, the Government say, "There are some important 
points in which the present crisis differs from those 
of 1847 and 1857. Those periods were periods of 
mercantile distress; but the vital consideration of 
banking credit does not appear to have been involved 
in them as it is in the present crisis/' Commercial 
crises, panics, or whatever you may please to call such 
perturbations, cannot be prevented by any measures, 
however wisely suggested, any more than storms at 
sea can ; all that can be done is to make the ship sea- 
worthy, and provide her with the means of meeting 
the bad weather safely. We must always remember 
that if our currency was purely metallic, it would be 
no safeguard against panics, because the present 
deposit system would still continue; transfers from 
one account to another would be resorted to to a larger 
extent even than they are now ; bankers would then, 
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as now, hold whatever amount of gold they found 
necessary to meet the average demands of their cus- 
tomers, and no more, and they could only meet any 
extraordinary demand by realising securities, which 
in times of panic must always be done at a loss. 

The author has stated, in the "Science of Ex- 
changes," No. 199, Third Edition, that the natural 
tendency of bullion is to flow towards those markets 
where the best price can be obtained for it, so that 
the "raising of the rate of interest to a very high point 
in any country has the double eflfect of preventing 
the exportation of the bullion or coin which is in 
that country, and of attracting bullion or coin to it 
from other countries. Now in the last crisis the 
raising the rate of interest did prevent the exportation 
of the gold coin and bullion in the Bank of England ; 
it did not fall below eleven millions during the worst 
part of the storm, it ranged from eleven up to over 
fourteen (4 July, 1866); consequently, the bank- 
notes of the Bank of England were safe, the most 
timorous people were only too glad to get hold of 
them, their convertibility was never doubted. 

The author does not agree with M. Clement Juglar, 
when he states, page 56, "Du Change," "During 
crises, what people want is metallic money to meet 
home and especially foreign requirements. All credit 
has disappeared, and the bank-notes which are then 
issued do not circulate more easily than bills of 
exchange, they come back at once to be converted 
into gold; credit can perform none of its functions, 
because every new issue of bank-notes returns to the. 
Bank ; it is not bank-notes that people want, but coin 
or bullion." This is not the case in England at 

B 
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present, though it very soon would be so, if we were to 
return to our old system of unlimited issues of bank- 
notes, or to that of free banking on securities, as 
advocated by Mr. Bonamy Price. 

On the other hand, the raising of the rate even to 
10 per cent, did not bring gold coin and bullion to 
England for a considerable time; yet the author does 
not agree with Mr. Ernest Seyd that this was a break- 
down of our cherished system of attracting bullion to 
our shores by a high rate of interest. We shall 
always attract bullion to England when we want it, 
by paying a high price for it, just as we attract the 
best wine, the best tea, the best of everything there, 
but those who supply us with wine, tea, etc., must be 
quite sure that we mean to pay for them, or no price, 
however high, will tempt them to trust us with their 
goods. 

This was the reason why foreign capitalists would 
send us no coin or bullion ; they did not consider the 
high rate offered for their money consistent with its 
safety, nor can we be surprised at this, when we think 
of the suspension of such companies as Overend and 
Co., and Peto and Co., and of the general discredit 
cast upon our banking system. "As regards the 
banking business of this country," said Mr. Gladstone, 
" as regards the making of investments, as regards the 
holding, or I should rather say the non-holding, of 
reserves — as regards the practice of showing reserves 
on paper, which reserves themselves have been lodged 
in investments — as regards the practice of making 
enormous advances, not upon the well-considered 
credit of individuals, but on speculations and under- 
takings of every kind, enormous in extent, and often 
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wholly unjustifiable in their quality and character, 
being, in fact, irrecoverable at the proper time, and 
illegitimate for bankers, even if they were legitimate 
for other parties — as regards these, and more than 
these, characteristics of the present system, we have 
had for some time past a very unsound and unsatis- 
factory state of things." 

If our monetary system was put on the basis which 
the author recommends, he believes that foreign 
capitalists would be always glad to send their money 
to England when our rate of interest was high, an«l 
that although no legislation can prevent commercial 
panics, we should then be saved from discredit being 
thrown on our banking system abroad. 

As to the issuing establishment to be attached to 
the new Mint, the author thinks that the new Govern- 
ment bank-notes ought to go as low as one sovereign, 
and that all bank-notes issued against gold bullion, 
22 carats fine, should be issued at the rate of 
£3 17s. 10^ d. per ounce, just as sovereigns are now 
issued by the Mint in exchange for the same kind of 
gold at the same rate. 

Tokens may be defined to be any denomination of 
coin, the intrinsic value of which is below the nominal 
value assigned to it by law, and which is not a legal 
tender above certain small fixed amounts. On the 
other hand, standard coins, which form the standard 
of value in any coimtry, ought to be merely so many 
stamped ingots of metal of a fixed purity, circulating 
at the market value of that metal in that country; 
the stamp on the coin is but the solemn guarantee of 
the Government that the ingot contains a certain 
quantity of metal of a fixed purity. 
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Standard coin should be coined at the expense of 
the whole nation by its Government, that is to say, 
the Mint charges should be provided for out of the 
general taxation of the country, for by this means we 
secure that the standard coin circulates as a stamped 
infjot at the market value of the metal of which it is 
composed, whereas where it is coined at the expense 
of bearer, as in France, the coinage expenses add so 
much to the circulating value of the coin, for those 
who have paid these expenses will not part with their 
coin at a loss to themselves ; and the coins thus cir- 
culate above their intrinsic value as stamped ingots 
of metal. If there be great difficulty and delay in 
procuring standard coin, as there once was in Aus- 
tralia, before any Mint was established there, it may 
posse S3 for a time a far higher circulating value as 
coin than its intrinsic value as ingots of metal would 
warrant. Tokens should circulate at an intrinsic 
value sufficiently below their nominal value, whether 
they be composed of silver or copper, to clear all 
the expenses of their coinage, but if we used a very 
large quantity of alloy, we should make it more easy 
to forge them ; and even with our present quantity we 
must turn our tokens out in a very superior way to 
protect them from this danger. 

We cannot keep gold standard coins and silver 
standard coins in circulation, side by side, in any one 
country for any continuance, because the value of 
the one metal, when measured in the other, is sure 
to fluctuate; and as all standard coins are but so 
many stamped ingots of metal, people will always 
select the metal which costs them least, when they 
have a payment to make, so that if more can be got 
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for a given quantity of the one metal in foreign 
countries than can be got for its equivalent in the 
other metal, supposing thera to be circulating as 
stamped ingots, side by side, the metal for which the 
most can be got will be exported, because of the two 
it is the cheapest mode of payment. For instance, if 
eleven rupees' worth of goods can be got in England 
for a sovereign, which is circulating side by side with 
rupees as ten in British India, the sovereign will be 
exported, and the rupees will be kept in India. On 
the other hand, if one sovereign's worth of goods can 
be got in England for ten rupees, when rupees are 
circulating at the rate of eleven to one sovereign, 
side by side with sovereigns in India, the rupees will 
be exported, and the sovereign will be kept in tliat 
country. In any free country, what is worth more 
abroad than it is at home is certain to be exported, 
whether it be coin or cotton. 

There ought to be one standard of value in any 
one country, and but one ; either one or other of the 
two metals should be selected as the standard, and 
the standard coins composed of the one selected 
should circulate in that country at their intrinsic 
value as so many stamped ingots of standard metal, 
no charge being made for their coinage. 

Plain as this may seem, we find the principle 
neglected in the last monetary convention (23rd 
December, 1865), because, although two-franc, one- 
franc, fifty centimes, and twenty centimes, silver 
pieces, have been constituted tokens, the five-franc 
silver pieces have been left to circulate as standard 
coins along with the gold standard coin, so that 
debtors in the countries, bound by the convention. 
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may select either silver five-franc pieces or gold coins 
to make their payments, and of course will select the 
metal which costs them least. Practically speaking, 
gold has become the standard of value in France, 
Italy, Switzerland, and Belgium, for the present, 
because the gold five-franc piece is taking the place 
of the silver one altogether, and the coinage of silver 
five-franc pieces will probably soon cease ; but a door 
has been left open, which may be a source of trouble 
at some future time, and it is not satisfactory to see 
such enlightened countries as those we have named 
neglecting principles on which scientific economists 
seem to be agreed. 

Nathaniel Bailey defines seignorage to be " a pre- 
rogative of the king, whereby he challenges allowance 
of gold or silver, brought in the mass to his exchange 
for coin." 

M. Chevalier calls' the actual expense of making 
coin " brassage," when paid by those who bring the 
metal to the Mints ; he terms any charge made by 
Government, in addition to brassage, '' seigneuriage.*' 
The author cannot draw any distinction between 
brassage and seignorage, as to their effect on the coin 
on which they are charged, provided that all the coin 
in the country referred to has been charged in the 
same way, and that such charges have been always 
paid at the Mints by those who brought the metal to 
be coined; for instance, 155 napoleons in gold are 
returned at a French Mint to any bearer who brings 
one kilogramme of French standard gold to be coined, 
and is willing to pay the present charge of 6 francs, 
70 centimes. It is a matter of absolute indifference 
to the bearer what may be the items composing this 
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charge, 4 francs might be the brassage, and 2 francs 
70 centimes the seignorage, he has to pay the charge, 
and that is what he looks to ; and he will take good 
care not to part with his napoleons at a loss to 
himself, for had he to submit to any loss in disposing 
of them, he would not continue to get thern coined. 
Small as this charge of 6 francs 70 centimes is, every 
155 napoleons coined at present in France are saddled 
with it, while they circulate as coin throughout the 
French Empire, and no longer; in other countries 
they are but stamped ingots of French standard 
gold. 

The author's view is, that in all cases where bras- 
sage or seignorage are paid by particular individuals, 
the coin is saddled with this brassage or seignorage, 
and circulates at a proportionately increased value in 
consequence of it throughout the particular country 
in question. According to the theory of the matter, 
in countries where a heavy seignorage is added to 
brassage, once an ample supply of currency has been 
obtained, there will be a strong tendency to fluctua- 
tions in its value, because a general depreciation of 
such a currency would have to take place before the 
exportation of the redundant part of it became pos- 
sible, a contmction of its amount would then slowly 
take place, accompanied by a corresponding increase 
in its value, till it becomes worth while bringing 
metal to the Mints, and till those who do so feel 
quite certain that they will be at no loss by the 
operation. Of course, during the depreciation and 
subsequent exportation no coin would be made at all. 
Such fluctuations are avoided by the plan we follow 
in England. 
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Again, if seignorage were raised to a very high 
point — for instance, in British India — private firms 
in other countries would find it to their interest to 
manufacture the very best standard silver rupees for 
export to India, in order to gain for themselves the 
existing difierence between the circulating value with 
the seignorage imposed, and the actual intrinsic value 
as a stamped standard silver ingot. 

We shall now apply some of these principles to the 
coinage in British India. Silver is the present 
standard of value there, though sovereigns are ad- 
mitted into the circulation as ten rupees. The rupee, 
putting the price of silver in London at 61^d., has a 
circulating value in India of a fraction over 24d., while 
its intrinsic value is rather less than 23d. at the same 
price. The various expenses connected with the 
importation of silver amount to 3 J per cent., and the 
seignorage, or present tax levied on the coinage, to 
2~o per cent. The coins delivered by the Indian 
Mints are of their proper intrinsic value, as prescribed 
by law, but the seignorage is subtracted from the 
number of coins returned to those who brought the 
metal to be coined. The question we have, then, to 
consider is, can we turn the rupee out of its present 
position as the standard of value in British India by 
raising the seignorage at present levied on its coinage? 
To suppose that we can do so, is, in our opinion, to 
ignore the principal difference between standard coin 
and tokens, or subsidiary currency, because the very 
essence of such tokens is that they should be a legal 
tender for small amounts only, and be principally 
used to make up sums of money, where payment in 
standard coin cannot be managed. 
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This subject requires much consideration, because 
Colonel T. J. Smith, in a very carefully and accurately 
written book (Remarks on a Gold Currency for India, 
Messrs. Layton, Fleet-street), recommends that the 
present seignorage should be raised instead of being 
altogether abolished, as we think it ought to be. He 
says, p. 47, sec. 11, " That three or even four per 
cent, additional seignorage on the coinage of silver, 
making five or six per cent, in all (gold being received 
at £3 17s. lO^d. per ounce), would not be excessive.'' 

Now, in the case of tokens, we give the coin a 
value by law which it does not intrinsically possess 
as metal, and in the case of a heavy seignorage, we 
do the same; but there is an important difference, 
which we think Colonel Smith has not given sufficient 
weight to, and it is that tokens are legal tender for 
small amounts only, while in this case the silver coin 
carrying the seignorage is still to continue as legal 
tender for any amount, and would be likely to remain 
the standard of value in British India, because the 
standard silver coins in that country already amount 
to about two thousand millions of pieces. Colonel 
Smith can undoubtedly prevent the exportation of 
silver in the shape of coin from India by a heavy 
seignorage, but this might, and probably would, 
occasion much inconvenience and loss to the trade 
of the country. 

If such a system was followed out, no silver in the 
shape of coin would ever be exported from India, 
except at a serious loss, and it would still be occasion- 
ally imported, though in smaller quantities, as being 
the old selected Indian standard of value, while gold, 
in the shape of sovereigns, on which no seignorage 
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is to be charged, would be exported, because this 
could be done without loss. 

We think that Colonel Smith is mistaken in his 
views on seignorage, though many of his suggestions 
are excellent. The measures which we should like 
to see carried out at present with regard to the 
currency in British India are the following: — 

1. That Government, as Colonel Smith suggests, 
should employ the Indian Mints to manufacture a 
proper silver token currency, from a quarter rupee 
downwards, such tokens to be issued and maintained 
at the expense of Government. This would give the 
Mints quite enough to do for a long time. 

2. To do away with seignorage and Mint charges 
altogether, and instead of continuing to coin standard 
silver coin at the Mints, to leave them free to work 
at the token currency, by attaching Government 
Issuing Establishments to each Mint, where bank- 
notes should be issued against silver bullion only, 
when brought in sufficient quantity, and properly 
assayed, and such bank-notes, or rather Mint cer- 
tificates, of the deposit of silver bullion, should be 
given, free of all charge, in exchange for the bullion 
which they are issued against, the lowest bank-note 
to represent twenty rupees, and the highest five 
hundred. These certificates or bank-notes should be 
payable at the Mints, and be legal tender everywhere 
else. 

3. To separate Government as soon as possible 
from the Banks of India. Sir Stafibrd Northcote 
hit the nail on the head when he said, during the 
debate on the Bank of Bombay, " I have no hesitation 
in stating that, if by a stroke of the pen I could have 
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cancelled the connection of the Government with the 
Banks of India, I would have done so." 

4. To allow Australian or English sovereigns to 
circulate as they do now, at ten rupees, but to make 
no attempt at present to change the standard of value 
from silver to gold. 

5. When the Mint certificates or bank-notes issued 
by the Mints against silver bullion only become 
well known and numerous, to withdraw the right of 
issuing bank-notes from the Indian Banks, which 
now enjoy it. 

And now, as to the valuing of gold, we must 
always keep in mind that what we call Mint price is 
a division and not a price, because gold is divided in 
the same way at the Royal Mints, nor has the value 
of the sovereign anything to say to this division, 
whether sovereigns rise or fall in value, whether the 
Mint be in London or at Sydney, 40 pounds troy 
of gold, 22 carats fine, are divided into 1869 stamped 
ingots or sovereigns. However largely the pro- 
duction of gold in Australia might be increased, the 
only eflfect this would have would be to make it fall 
in value, as compared with other commodities, more 
of it would then be sent to London, and this, if con- 
tinued long enough, would make gold in London fall 
in value also. Once the trading communities of the 
world have enough gold at a certain value to carry 
on all their operations with, any further supplies 
can only have the eflFect of making the metal fall 
below that value, as compared with all other com- 
modities. Where three sovereigns, for instance, had 
a certain purchasing power, four will now be re- 
quired, and so on. " By Mr. Dunlop's statement,'* 
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says Colonel Smith (page 51, " Remarks on a Gold 
Currency"), "Australian gold costs the same, if not 
more, on delivery in London, as it does landed in 
India, namely, £3 18s. 4d. per standard ounce; 
nevertheless, the greater part of it is sent to England, 
and sold to the Bank for £3 17s. 9d. per ounce 
only." 

Such a statement may appear puzzling at first, but 
we think it can be made quite clear by the following 
instance: — Let us suppose a wool merchant in 
Australia to have some reason for setting up business 
as quickly as he possibly can in London. He goes 
to another wool merchant at Sydney, and he says, 
** I know you have a good lot of wool on its way to 
London, I shall be glad to give you some of mine 
which I have here in exchange for it, and you will 
give me an order to enable me to take yours when it 
arrives in London." If wool in London is worth 
one-tenth more than it is in Sydney, his friend 
answers, ** Your wool and mine are equally good, 
therefore I have no objection, but for every ton I 
give you delivered in London you must give me a 
ton and 2 cwt. delivered here." Wool is worth more 
in London than it is in Sydney, and, therefore, to get 
a ton of wool delivered in London, more than a ton, 
though the wool is equally good, must be given at 
Sydney. It is exactly the same with gold ; it is sent 
from Australia because it is worth more in London, 
and therefore, to secure the delivery of 10 ounces of 22 
carat gold in London, somewhat more than 10 ounces 
of the same gold must be given in Sydney, so that 
where gold is worth the least, the quantity of it 
which we have to give to secure its delivery in the 
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countries where it is worth most, must be always 
greater than the actual quantity which is delivered 
in such countries. For instance, if 22 carat gold in 
London is worth one-tenth more than it is at Sydney, 
to get 10 ounces delivered in London we must give 
11 ounces at Sydney. On the other hand, if we are 
in London, and want 10 ounces of 22 carat gold 
delivered in Sydney, we need only give 9 ounces. 
As the Mint price or division of gold is exactly the 
same in each place, our only way of expressing the 
nature of the transaction is by adding or subtracting 
from the Mint price in London or in Sydney; we 
must add one-tenth of £3 17s. 10|d. to this sum 
itself, to represent the price of gold in London 
bought at Sydney, while we must subtract one-tenth 
from £3 17s. 10|d. to represent the price of gold in 
Sydney which is bought in London. We thus arrive 
at the Australian and Indian price of £3 18s. 4d. 

It was this difference in the value of the same 
quantity of standard gold in two different countries at 
the same time which Mr. Goschen was thinking of 
when he said, " if we could get rid of all fluctuations 
of exchange, that would indeed be a very agreeable 
result. But even if the piece of twenty-five francs 
were made equal to the sovereign, and the two coins 
were absolutely identical, were two sovereigns in 
fact, the sovereign in France would not necessarily be 
equal to the sovereign in England. It would still 
depend upon the balance of trade, upon the demand 
for gold for remittance to England or for remittance 
to France ; you would never get rid of the fractions." 
Mr. Goschen then proposed an international code with 
reference to bills of exchange. The author is decidedly 



30 

against an international coinage, but he approves of 
this suggestion of Mr. Goschen's ; and he also thinks 
that an international Mint code between Great Britain 
and those countries bound by the last monetary- 
convention might be very useful, whereby all bars of 
gold held in stock and prepared for coinage should be 
of one weight, quality, length, and thickness, and 
have their value stamped upon them by the Mint they 
came from ; they would form a very convenient means 
of remittance. 

The British Empire ought to have a distinctive 
gold coin, like the sovereign. God save the Queen, 
and God save her sovereigns too. 

Our credit as a nation depends on the quality of our 
gold coinage, and we ought, consequently, to trust 
to none but our own Royal Mints for its manufacture, 
and to none but a Pix Jury of English goldsmiths 
for the verification of its weight and fineness. " But 
lest, through mistake or design on the part of any of 
the Mint officers," says Mr. Watherston ("Gold 
and Silver Assaying"), "any error should creep in, 
by which the coin of the realm should be depreciated 
or suffer loss, the Legislature has wisely enacted 
that at certain specified times a jury of twelve 
indifferent practical goldsmiths, well skilled in the 
art and mystery of assaying, shall be empannelled 
under the superintendence of the Goldsmiths' Com- 
pany, to sit in judgment upon the coin of the 
realm, and by weighing and assaying it themselves, 
to act as an infallible check upon the the paid officers 
of the Crown. This jury is called the Pix Jury, 
owing to the duties it has to perform, and which are 
briefly these : — Whenever a batch of gold or silver 



31 

coin is made at the Mint, the Legislature has 
enacted that a certain proportion shall be selected 
or picked out at random, and be carefully preserved 
as a sample of the weight and fineness of the whole. 
These coins so picked out (the number of which 
varies according to the number that has been coined, 
but always having an exact proportion to the same), 
are carefully wrapt up in paper parcels, sealed with 
the seal of the Wardens, Master and Comptrollers 
of the Mint, and enclosed, as being a given number 
of coins, indiflferently selected from a certain quantity 
that was coined on a certain day, and deposited in a 
box, called the Pix Box, under the lock and key of 
the above-named sworn officers of the Crown. The 
duty then of the jury is to weigh and assay these 
coins, and it is plain that if they prove to be correct 
in weight and fineness, so must the mass have been 
from whence they were taken. The whole proceeding 
is conducted with the greatest solemnity, the opening 
of the box, unsealing of the parcels, and examining 
the coins, taking place in the presence of the Privy 
Council, presided over by the Lord Chancellor, who 
delivers a charge to the jury, pointing out to them 
the importance of the duty they are about to 
undertake.'* 

We here add a translation of the Monetary Con- 
vention, taken from " The Economist '* of the 15th 
September, 1866: — 
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PREAMBLE. 

His Majesty the King of the Belgians, His Majesty the 
Emperor of the French, His Majesty the King of Italy, and 
the Swiss Confederation, being equally desirous of esta- 
blishing a more complete harmony between their monetary 
legislation, to remedy the inconveniences which press upon 
the communications and transactions between the inhabitants 
of their respective States in consequence of the diverse 
values of their coined moneys, and to contribute by the 
formation of a Monetary Union to the progress of uniformity 
in weights, measures^ and currency, have resolved to conclude 
a convention to that effect, and have named as their Com- 
missioners-Plenipotentiary as follows: — 

His Majesty the King of the Belgians — M. Frederic 
FortampSj Director of the Bank of Belgium, etc., and M. 
Kreglinger; 

His Majesty the Emperor of the French — M. Marie Louis 
Felix Esquiron de Parieu, Vice-President of the Council of 
State, etc., and M. K. J. Pelouze, President of the Coinage 
Commission ; 

His Majesty the King of Italy — M. Isaac Artom, Coun- 
cillor of Legation at Paris, and M. V. Pratolongo ; 

The Swiss Confederation — M. Kern, Envoy Extraordinary 
to His Majesty the Emperor of the French, and M. Feer- 
Herzog; * 

Who, after mutually exhibiting their respective full powers 
in good and due form, have agreed upon the following 
Articles : — 

Article 1. Belgium, France, Italy, and Switzerland are 
constituted a Union as respects the weights, values, form and 
currency of their respective coinage in gold and silver. No 
change is made at present in the legislation relating to the 
copper money of each of the States. 

Article 2. The high contracting parties engage not to coin 
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nor to allow to be coined, bearing their impressions and 
designs, any gold moneys in any other forms than those of 
gold pieces of lOOf., 50f., 20f., lOf., and 5f., fixed as to 
weights^ values, allowance for loss, and diameter as 
follows : — 



Natnre of 
Pieces. 


Fnll Weight. 


Allowance 

in Weight 

at home 

and abroad. 


Standard. 


Allowance 

from 
Standard. 


Diameter. 






Thousand 


Thousand 


Thousand 




Francs. 


Grammes. 


Parts. 


Parts. 


Parts. 


Millimetres. 


100 


32,258.06 


1 " I 




■ 


35 


50 


16,129.3 






28 


20 


6,451.61 


! ' 


900 


2 { 


21 


10 


3,225.80 




1 


19 


5 


1,612.90 


3 ) 




I 


17 



They shall receive without distinction into their public 
treasuries gold pieces coined according to the foregoing con- 
ditions in one or other of the four States, with the reserva- 
tion, nevertheless, of excluding all coins whose weight shall 
have been reduced by wear to the extent of J per cent, below 
the allowances mentioned above, or where the stamped im- 
pressions shall have become eflfaced. 

Article 3. The contracting Governments bind themselves 
not to make, nor allow to be made, silver pieces of 5f., except 
according to the conditions of weight, standard, allowance, 
and diameter fixed as follows : — 



Fall Weight Allowance. Foil Standard. Allowance. Diameter. 

25 grammes. 3,000th6. 900,000thfl. 2,000ths. 37 miUimetres. 

They shall mutually receive the said coined pieces into 
their public treasuries, with the right of excluding those 
which shall have lost weight by wear to a greater extent than 
1 per cent, below the allowance above mentioned, or where 
the stamped impression shall have become effaced. 

Article 4. The high contracting parties henceforth shall 
not manufacture silver pieces of 2f., If., 50c., and 20c., except 

C 
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according to the conditions of weight, standard, allowance, 
and diameter as follows: — 



Deacrip- 

tion. 


FoU Weight. 


Allowance 
in Weight. 


Full 
Standard. 


Allowance. 


Diameter. 


Francs. 
2 
1 

0.50 
0.20 


Grammes. 
10 
5.00 
2.50 
1.00 


Thousand 
Parts. 

1 ; j 

10 ) 


Thousand 
Parts. 

835 


Thousand 
Parts. 

' 1 


Millimetres. 
27 
23 
18 
16 



These pieces shall be recast by the Governments that 
issued them when they shall have become reduced by wear 
to the extent of 5 per cent, below the above-mentioned 
allowance, or when their stamped impressions shall have 
become effaced. 

Article 5. The silver pieces of 2f., of If., of 50c., and of 
20c., manufactured otherwise than according to the various 
conditions specified in the foregoing Article, shall be with- 
drawn from circulation before January 1, 1869. This 
period is extended to January 1, 1878, in respect of pieces 
of 2f. and If., issued in Switzerland by virtue of the law of 
January 81, 1860. 

Article 6. Silver pieces, manufactured according to the 
conditions of Article 4, shall have legal currency among 
private individuals in the State which has manufactured 
them to the extent of 50f in a single payment. The State 
which has issued them shall receive them from its own 
countrymen without any limit of quantity. 

Article 7. The public treasuries of each of the four 
countries shall accept silver moneys coined by one or several 
of the other contracting States, in conformity with Article 4, 
to the extent of lOOf, in each single payment to such men- 
tioned treasuries. 

The Governments of Belgium, France, and Italy shall 
receive upon the same terms until January 1, 1878, the Swiss 
pieces of 2f. and of If., issued by virtue of the law of the 
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81st of January^ 1860^ and which are assimilated in all 
respects during the same period to pieces manufactured in 
accordance with the conditions of Article 4. The reserva- 
tion in. respect of wear^ mentioned in Article 4, applies in all 
cases. 

Article 8. Each of the contracting Governments under- 
takes to receive back from individuals or from the public 
treasuries of the other States the old coinage which it has 
issued^ and to exchange it for an equal value in current coin 
(gold pieces or five-franc pieces in silver), upon conditions 
that the sum presented for exchange shall not be less than 
lOOf. This obligation shall be prolonged for a period of 
two years from the date of the expiration of the present 
treaty. 

Article 9. The high contracting parties shall not issue 
silver pieces of 2f., of If., of 50c., and of 20c., struck 
according to the conditions mentioned in Article 4, beyond 
the ratio of 6f. in value for each inhabitant. This amount, 
upon the basis of the last census in each State, and reckoning 
the presumed increase of population until the expiration of 
the present treaty, is fixed thus : — 

Francs. 

For Belgium 32,000,000 

For France 239,000,000 

For Italy 141,000,000 

For Switzerland 17,000,000 

Taken on account of the sums above mentioned which the 
Governments have the right to stamp of the values already 
issued: — 

By France, in virtue of the law of the 25th of May, 1864, 
in pieces of 50c. and 20c., for about 18 millions. 

By Italy, in virtue of the law of the 24th of ^gust, 1862, 
in pieces of 2f., of If., of 50c., and of 20c., for about 100 
millions. 

By Switzerland, in virtue of the law of the 81st of 
January, 1860, in pieces of 2f. and If., for 105,000f. 

Article 10. The date of coinage shall hereafter be stamped 
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upon pieces of gold and silver struck in any of the four 
States. 

Article 11. The contracting Governments shall communi- 
cate to each other annually the total amount of their issues 
of gold and silver coins, their position as to the withdrawal 
and remelting of the old coinage ; all the arrangements and 
aU the administrative documents relating to coinages. 

They shall also give to each ether information of all facts 
which concern the reciprocal circulation of their go]d and 
silver moneys. 

Article 12. The right of acceding to this Convention is 
reserved to any other State which shall accept its obligations, 
and which shall adopt the monetary system of the union 
in whatever relates to gold and silver specie. 

Article 13. The execution of the mutual engagements con- 
tained in the present Convention is subject, as far as may 
be necessary, to the fulfilment of formalities and regulations , 
prescribed by the constitutional laws of those of the high 
contracting parties which have determined to obtain their 
application^ and which they bind themselves to do with the 
least possible delay. 

Article 14. The present Convention shall remain in force 
until the Ist of January, 1880. If one year prior to that 
date notice to determine it shall not have been given [dinoncee) 
it shall remain obligatory in full force for a further period of 
15 years, and, in like manner, for further periods of 15 
years in the absence of denunciation. 

Article 15. The present Convention shall be ratified, and 
the ratifications thereof shall be exchanged at Paris within 
the space of six months, or sooner if possible. 

In faith of which the respective Commissioners-Plenipo- 
tentiaries haijy signed the present Convention, and have 
affixed to it the seals of their arms. 

Made in four parts at Faris^ December 23, 1865. 
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